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South Africa's Transactions with the Fund 


The International Monetary Fund has agreed to sell 
US$25 million to the Government of the Union of 
South Africa. This amount is the equivalent of South 
Africa’s gold subscription to the Fund. 

The Fund has also agreed to a stand-by arrange- 
ment which authorizes the Union of South Africa to 


draw during the next 12 months U.S. dollars or other 


currencies from the Fund in an amount equivalent to 
$25 million. 


Source: International Monetary Fund, Press Release, 
Washington, D.C., March 24, 1958. 


IFC Investment in Chile 


Three private investment organizations—the Ameri- 
can Overseas Finance Company, the Bank of America 
(International) New York, and J. Henry Schroder 
Banking Corporation—and the International Finance 
Corporation signed agreements in New York on 
March 25 providing for loans amounting to $6.4 mil- 
lion, as part of a financial program totaling $12.8 mil- 
lion, to develop a copper mine and smelter owned by 
Empresa Minera de Mantos Blancos S.A., a Chilean 
corporation. 

Empresas Sudamericanas Consolidadas $.A. and 
Marvis Corporation S.A., owned by the Hochschild 
group, are supplying equity of nearly $6.4 million to 
Mantos Blancos. For several years, work has been 
under way defining the ore bodies and, through pilot 
plant operations, developing a satisfactory metallurgical 
process. Construction of the mill and refinery have 
started. When in operation, the mill will process 2,000 


Europe 
EPU Settlements for February 1958 


The settlement operations of the European Payments 
Union for February 1958 covered a total of net sur- 
pluses or deficits of 183.1 million units of account (one 
unit of account—US$1). The corresponding figure for 


January 1958 was 74.1 million units. In Decem- 
ber 1957, net surpluses totaled 129.2 million units of 
account and net deficits 128.1 million units (the dis- 
crepancy representing the difference between the 
amount of interest paid by the Union and that paid to 
the Union). The net surpluses and deficits of the EPU 
member countries for December 1957, January 1958, 
and February 1958 are shown in the accompanying 
table. Creditor countries are presented in descending 
order and debtor countries in ascending order of their 
respective claims or debts vis-a-vis the EPU after the 
completion of operations for February. 


tons of ore per day, producing about 25 million pounds 
of refined copper per year. 

The loan financing is as follows: American Overseas 
Finance Company, $2 million; Bank of America, $1.6 
million; J. Henry Schroder, $600,000; and the Inter- 
national Finance Corporation, $2.2 million. The terms 
of the loans from the three private organizations were 
not disclosed. IFC announced in September 1957 a 
commitment to Mantos Blancos and the terms of the 
investment: $2.2 million in notes bearing interest of 
7 per cent, with amortization completed in 1968, plus 
an option to purchase at par $1.1 million of Mantos 
Blancos common stock, and additional payments de- 
pendent upon the amount of dividends (see this News 
Survey, Vol. X, p. 89). 

Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., March 26, 1958. 


The February operations were characterized by the 
fact that only four member countries (Belgium- 
Luxembourg, Denmark, Italy, and the United King- 
dom) recorded surpluses; that the surpluses of the 
United Kingdom (125.2 million units of account) 
and Belgium-Luxembourg (34.6 million units) were 
much larger than in January; and that both the Federal 
Republic of Germany and the Netherlands, which had 
surpluses in January, had substantial deficits (24.0 mil- 
lion units and 47.6 million units, respectively). One 
factor behind these developments was seasonal pur- 
chases of raw materials in the outer sterling area. 
Others were substantial purchases by the Netherlands 
of sterling in connection with a large private share issue 
(see this News Survey, Vol. X, p. 281) and the transfer 
of part of a loan by German banks to the Belgian Gov- 
ernment (see this News Survey, Vol. X, p. 290). In 
settlement of its February deficit of 32.2 million units 
of account, France used 19.5 million units of the special 
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credit of 150 million units of account received from the 
EPU on January 30, 1958 to meet gold payments aris- 
ing out of existing settlement arrangements (see this 
News Survey, Vol. X, p. 274). 


Net Surpluses (+) or Deficits (-) in EPU 
(In millions of units of account) 


Dec. Jan. Feb. 
1957 1958 1958 
Creditor countries 

Germany, Fed. Rep. 
Belgium-Luxembourg 
Netherlands +61.5 +224 -47.6 
Sweden eis +5.3 -3.8 -118 
Austria ais oe -7.0 -7.8 —4.5 


—34.6 
+318 +83 


—24.0 
+34.6 


+0.8 


Countries which are neither creditors 
nor debtors of the EPU 
Portugal -6.0 -3.8 
Switzerland x a a -98 -37.0 


Debtor countries 


Greece +0.6 +3.2 —3.8 
Iceland ave -0.7 —0.2 ~—0.2 
Turkey —2.5 -6.0 —6.7 
Denmark = +22.1 -9.5 +410.7 
Norway ae -6.1 -98 -11.6 
Italy = dhiiieaainn +79 495 +12. 
United Kingdom -16.9 +29.8 +125.2 
France -176 -21.3 -32.2 


Sources: Organization for European Economic Co- 


operation, Press Release, Paris, France, 
March 14, 1958; Neue Ziircher Zeitung, 
Ziirich, Switzerland, March 17, 1958. 


Reduction of U.K. Bank Rate 


The U.K. bank rate was reduced on March 20 from 
7 per cent to 6 per cent. When announcing the reduc- 
tion, the Bank of England stated that the abnormal 
rise from 5 per cent to 7 per cent in September 1957 
had been required both to defend sterling against the 
marked lack of confidence in the exchange markets of 
the world and to support government measures to 
maintain the real value of the pound. While there is 
still a need to strengthen further the overseas monetary 
position, the speculative pressure against sterling has 
ceased, and such an exceptionally high level of short- 
term interest rates in London is no longer justified. 
But although domestic inflationary pressures are mod- 
erating, the reduction in the bank rate does not imply 
any general relaxation in monetary policy. 

The reduction will have an immediate effect on sev- 
eral other borrowing and lending rates. Clearing bank 
overdrafts, where rates are, on the average, fixed 1 per 
cent above the bank rate, will cost less. The rate paid 
by the clearing banks on deposit accounts is being 
lowered from 5 per cent to 4 per cent. Deposit rates 
offered by many leading hire-purchase companies are 
also being reduced by 1 per cent, to 7 per cent for 


three-month loans and to 7% per cent for six-month 
loans. It is expected, however, that a number of the 
smaller hire-purchase companies will make less than 
the full 1 per cent cut in their deposit rates. The clear- 
ing banks will also reduce their call money rate from 
a minimum of 5% per cent to 4% per cent. 

The first reactions in foreign exchange markets were 
reassuring after a slight weakness immediately after 
the announcement; sterling regained the lost ground 
and closed on a fairly firm note against the U.S. dollar. 
In the transferable sterling market in Ziirich, where a 
large share of the trade in pounds is now transacted, 
rates were well maintained throughout the day. 

On the London Stock Exchange, both gilt-edged and 
industrial shares rose. At the treasury bill tender on 
March 21 the rate averaged approximately £5 11s. per 
cent, which was a fall of less than 2 per cent from the 
rate a week earlier. The margin between treasury bill 
rates in Londoa and New York is now 4.22 per cent. 
Sources: The Financial Times, March 21, 1958, and 

The Times, March 21 and 22, 1958, London, 
England. 


U.K. Investment 


According to provisional estimates of the Board of 
Trade, the value of fixed capital expenditure in the 
United Kingdom during the final quarter of 1957 was 
2 per cent higher than in the same period of 1956. Since 
prices rose by some 5 per cent during the same months, 
real net fixed investment by industry must have been 
about 3 per cent iess than a year earlier. Spending on 
vehicles, plant, and machinery was still higher than a 
year ago but by a smaller amount than in the third 
quarter; expenditure on building work, however, was 
11 per cent less. Over the period of the investment 
boom as a whole, the rate of increase of industry’s 
capital investment quickened from 1953 to the middle 
of 1956; from then to the third quarter of last year, 
it gradually slowed down, and in the fourth quarter of 
1957 its growth stopped completely. 

Similarly, the expansion of industry’s stocks of raw 
materials, work in progress, and finished goods was 
suddenly checked in the final quarter of last year. The 
Board of Trade’s index, which had been 98.3 (end 
December 1955=100) at the ead of September 1955, 
was 108.4 at the end of September 1956 and 118.5 
at the end of September 1957. According to provisional 
estimates, it was virtually unchanged, at 118.4, three 
months later. 


Source: The Times, London, England, March 14, 1958. 


Export Promotion in France 


The French Government, in August 1957, granted 
“exporters’ cards” to all enterprises whose exports 
amounted to at least 50 billion francs per year and 
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comprised a minimum of 20 per cent of their total 
production. By a decree of February 12, 1958, “ex- 
porters’ cards” will be granted also to enterprises that 
commit themselves to exporting at least 20 per cent of 
their production. By mid-February 1958, some 1,440 
exporters’ cards had been distributed. 

Holders of exporters’ cards are entitled to special 
credit and tax facilities and have priority in obtaining 
import licenses for the purchase of equipment and 
raw materials. As of March 15, 1958, the per- 
centage of export proceeds exempt from surrender 
requirements and kept in special EFAC (Exportations- 
Frais Accessoires) accounts was raised, for holders of 
exporters’ cards, from 15 per cent to 20 per cent for 
exports paid for in convertible currencies (U.S. dollars, 
Canadian dollars, Djibouti francs, Mexican pesos) or 
“free francs” (i.e., francs originating. from the sale of 
convertible currencies), and from 10 per cent to 15 per 
cent for exports paid for in any other manner, The 
proceeds kept in EFAC accounts must be used by the 
original exporter either for meeting incidental expenses 
or for certain imports, which are limited to raw mate- 
rials, capital goods, and merchandise used directly by 
the importing firm. 

Sources: Le Monde, Paris, France, February 13 and 
March 20, 1958. 


Release of Blocked Savings in Denmark 


Of the compulsory savings that were blocked in Den- 
mark in 1950-51 and 1951-52, DKr 104.4 million are 
due for release during 1958; DKr 33 million plus 
DKr 8.4 million in accrued interest are payable in 
March to about 5,000 companies, and DKr 49 million 
plus DKr 14 million in interest fall due for payment in 
November to about 250,000 taxpayers. Under the law 
introducing the compulsory savings scheme, DKr 34 
million were paid by companies and cooperative con- 
cerns and placed in blocked account at the National 
Bank of Denmark at 4 per cent interest per annum. In 
the meantime, small sums have been repaid, thereby 
reducing the amount for release in March to the DKr 33 
million plus accrued interest. The compulsory savings 
on account of private persons were originally to have 
been in two installments of DKr 54 million each, 
deposited in blocked accounts at private banks or sav- 
ings banks; it is the first of these installments, less 
interim repayments, e.g., to persons who reached 70 
after the entry into force of the law, that is due for 
repayment in November. The remainder of the com- 
pulsory savings on account of private persons exceeded 
substantially the second installment of DKr 54 million 
originally envisaged, since the law was considerably 
tightened in 1951. The amount outstanding, about 
DKr 303 million, is due for release in 1959. 

Source: Bgrsen, Copenhagen, Denmark, February 22, 
1958. 


Denmark's National Income 


Provisional national income figures show that Danish 
gross national income at factor cost in 1957 was 
DKr 32.2 billion, an increase of 5 per cent from the 
1956 figure (DKr 30.5 billion). Increases were re- 
ported for all sectors except agriculture, in which the 
fall was from DKr 5,375 million in 1956 to DKr 5,210 
million last year. The aggregate income of industry, 
handicrafts, and public works rose from DKr 9,097 
million to DKr 9,850 million; of the building and 
installations sector, from DKr 2,020 million to 
DKr 2,160 million; and of shipping and transport, from 
DKr 3,039 million to DKr 3,225 million. After allow- 
ing for indirect taxes and subsidies and for the inci- 
dence of the foreign trade accounts, the total available 
supply of goods and services was..DKr 35-billion, of 
which public consumption absorbed DKr 4.3 billion, 
private consumption DKr 22.3 billion, and gross invest- 
ments DKr 8.2 billion. Both private consumption and 
gross investments increased by about 5 per cent. 
About DKr 7.8 billion of the expenditure on private 
consumption was on foodstuffs, beverages, and tobacco, 
DKr 2.7 billion on clothing and footwear, DKr 6.6 
billion on other goods, and DKr 5.2 billion on services. 
The decrease of just under DKr 200 million in the 
gross income of agriculture at factor cost was due to 
lower prices. The value of total production in this 
sector fell from DKr 7.2 billion to slightly under DKr 6.9 
billion, though the index measuring the volume of agri- 
cultural production rose by about 10 per cent. 
Source: Bgrsen, Copenhagen, Denmark, March 2, 

1958. 


Sweden's Trade Deficit 


The increase in Sweden’s total trade deficit from 
SKr 1,367 million (US$263 million) in 1956 to 
SKr 1,457 million (US$283 million) in 1957 reflected 
a sharp increase in the trade deficit with dollar coun- 
tries; the surplus vis-a-vis sterling countries rose some- 
what, and the deficit with other EPU countries remained 
practically unchanged. 

The dollar trade deficit increased from SKr 889 mil- 
lion to SKr 1,282 million ($248 million), mainly as a 
result of large imports of liquid and solid fuels. In 
trade with the United States alone, the deficit rose from 
SKr 659 million to SKr 1,078 million ($208 million). 

The trade surplus with the United Kingdom increased 
from SKr 205 million to SKr 255 million, while the 
deficit vis-A-vis West Germany rose by SKr 50 million, 
to SKr 1,188 million. Trade with non-dollar South 
American countries resulted in a surplus of SKr 128 
million, against SKr 84 million in 1956. Exports to 
Argentina showed a major upswing during the year. 
The trade deficit with Eastern European countries was 
reduced from SKr 202 million in 1956 to SKr 8 million 
in 1957, largely because of smaller imports, particularly 
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of Polish coal. In trade with other countries, there was 

a substantial increase in exports to China, mainly of 

machinery, and a considerable growth of trade with 

Japan. 

Source: Svenska Dagbladet, 
March 7, 1958. 


Reduction in Swedish and Finnish Output of Unbleached Woodpulp 


Sweden’s manufacturers of viscose pulp have decided 
to cut prices for next quarter by £3-£3 10s. per long ton. 
The Swedish Cellulose Association says that the meas- 
ure is to be regarded as an adjustment to the price 
reductions previously carried through for other kinds 
of pulp. Finnish and Norwegian mills are expected to 
make corresponding reductions in viscose prices, which 
have remained unchanged for about three years. 

The Stockholm business weekly, Affarsvarlden, has 
reported that Swedish and Finnish pulp manufacturers, 
in a move to counteract increasing marketing difficulties, 
have decided to limit their 1958 output of unbleached 
pulp to a volume corresponding to actual annual deliv- 
eries over the past two years. This would mean that 
output will be about 200,000 tons below the mills’ 
aggregate productive capacity. 

Source: The Swedish-International Press Bureau, Bul- 
letin, Stockholm, Sweden, March 15, 1958. 


Wage Increases in Finland 


The cost of living index in Finland reached 130 
(October 1951100) in February, and, as stipulated 
in the wage agreements, a 4 per cent wage increase 
became effective in most industries (see this News 
Survey, Vol. X, p. 147). The increase was automatic 
and started from the pay period following the publica- 
tion of the index figure. If the cost of living index 
reaches 136, a further 3 per cent wage increase will 
be granted. 


Source: 


Stockholm, Sweden, 


Hufvudstadsbladet, 
March 14, 1958. 


West German Trade Surplus 


West German exports in February 1958 amounted 
to DM 2.95 billion, exceeding February 1957 exports 
by 9 per cent. Imports were DM 2.41 billion, approxi- 
mately the same as a year earlier. Between January 
and February 1958, exports increased by 13.4 per cent 
and imports declined by 11.1 per cent, movements 
similar to those between January and February 1957. 
For the first two months of 1958 together, exports 
increased by 7.7 per cent and imports by 3.1 per cent 
over the corresponding period of 1957. 

The foreign trade surplus in February of this year 
was DM 539 million, compared with a surplus of 
DM 289 million in February 1957; and the surplus in 
the first two months of 1958 (there was a moderate 
deficit in January) amounted to DM 427 million, com- 


Helsinki, Finland, 


pared with DM 183 million in the first two months 

of 1957. 

Source: Deutsche Bundesbank, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, 
March 19, 1958. 


Middle East 
Middle East Oil Production and Reserves 


Total crude oil production in Middle Eastern coun- 
tries amounted to 176.8 million metric tons in 1957, 
an increase of 2.5 per cent over production in 1956. 
With the exception of Iraq, whose production was 30.6 
per cent less than in 1956, all countries increased their 
output last year: Iran by 36.6 per cent, the Neutral 
Zone by 103.4 per cent, Kuwait by 2.1 per cent, Qatar 
by 2.2 per cent, Egypt by 30.8 per cent, Saudi Arabia 
by 0.4 per cent, and Bahrein by 6.7 per cent. The 
increase in Bahrein was the first since 1950. Among 
the four major producing countries of the area, Kuwait 
again ranked first with 32.4 per cent of the total, and 
Saudi Arabia second with 27.7 per cent. Iran increased 
its share from 15.4 per cent in 1956 to 20.1 per cent in 
1957, and thus replaced Iraq as the third largest 
producing country. Iraq’s share dropped from 18.1 
per cent in 1956 to 11.9 per cent in 1957. 

The proven crude oil reserves of the Middle East 
were revised upward from 148 billion barrels at the 
end of 1956 to 169 billion barrels at the end of 1957. 
Kuwait accounted for slightly less than half of this 
increase, and the Neutral Zone for about one fifth. Re- 
serves in Saudi Arabia and Iraq were revised upward 
by about 3 billion barrels for each country. Kuwait 
now contains over one third and Saudi Arabia over 
one fourth of total Middle Eastern reserves. Iraniati 
reserves are slightly less than one fifth of the total for 
the area, while those in Iraq are slightly below 15 
per cent. 

Source: Middle East Economic Digest, London, Eng- 
land, January 1958. 


Financial Arrangements of the United Arab States 


Six laws have been promulgated in Damascus by 
the Supreme Council of the Federated Arab States of 
Yemen and the United Arab Republic, regulating 
financial and economic relations within the Federation. 
When established, the Central Bank of the United Arab 
Republic will set up in Yemen a Central Monetary 
Organization with broad powers over monetary, eco- 
nomic, commercial, and social affairs in Yemen. The 
Organization will also issue at an appropriate date a 
new Yemenite currency to be called the Yemenite riyal 
whose official rate will be fixed at par with the existing 
Maria Theresa riyal. The Organization may also issue 
paper currency, the Yemenite pound, which will be at 
par with the Egyptian pound. The currency cover for 
these issues will consist mainly of treasury bills of the 








United Arab Republic. Two policy-making joint coun- 
cils—a cultural council and an economic council—will 
be set up in which Yemen will have equal representation 
with the United Arab Republic. Members of these 
councils will be appointed by the Chiefs of the two 
States for a period of three years. Yemen’s contribu- 
tion to the federal budget has been fixed at 3 per cent. 
Source: Le Commerce du Levant, Beirut, Lebanon, 
March 15, 1958. 


Economic Developments in Ethiopia 


Coffee exports of Ethiopia reached record levels in 
1957, the high year in the biennial cycle which charac- 
terizes Ethiopian coffee production. In addition, coffee 
prices were satisfactory in Ethiopia’s foreign markets 
during the first half of the year, which is the main 
export. season. The balance of payments showed a 
surplus and reserves increased, with imports continuing 
to be virtually free of restrictions. In respect of the 
domestic economy, government receipts increased and 
the Government’s financial position improved. The 
money supply rose as a result of the expansion in 
private credit and the accumulation of foreign assets. 
In conjunction with these expansionary trends, there 
seems to have been a fair degree of monetary stability, 
indicated by stability in the prices of export and import 
goods (the only available indices) and improvement in 
the reserve position. 

Two proclamations were issued during 1957 in con- 
nection with the export of coffee. One established the 
National Coffee Board, with the objective of improving 
coffee processing methods and setting up grading 
standards; the second prohibited the export of un- 
graded or uncleaned coffee. 

Source: State Bank of Ethiopia, Report on Economic 
Conditions and Market Trends, Addis Ababa, 
Ethiopia, various issues. 


Pakistan's 1958-59 Budget 


The Minister of Finance of Pakistan, when present- 
ing the 1958-59 budget to the National Assembly, stated 
that the economy had shown progress during 1957. 
Agricultural production was 14 per cent more than in 
1956, industrial production 8 per cent more, and min- 
ing output 5 per cent more, while national income at 
constant prices rose from PRs 19,516 million to 
PRs 20,785 million, an increase of 6 per cent, and 
income per capita from PRs 237 to PRs 249. But these 
achievements were accompanied by an accentuation of 
commodity shortages and a deterioration in the balance 
of payments. Because of an increase in consumption 
and the prevalence of hoarding and smuggling, food- 
grains were in short supply in both West and East Pak- 
istan, despite an improvement in production. With an 
expenditure of PRs 212 million in foreign exchange 
from Pakistan’s own resources, 243,000 tons of 
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rice and 252,000 tons of wheat were imported; 
additional imports of 173,000 tons of rice and of 
335,000 tons of wheat were secured under the U.S. 
surplus commodity aid program. In the last three 
years, Pakistan has imported a total of 2 million tons 
of foodgrains, involving an expenditure of PRs 450 
million of foreign exchange and PRs 650 million of 
external assistance. On the other hand, shortages of 
nonfood items developed because supply was not ade- 
quate to meet the rising demand, in part because of 
continued severe restrictions on imports. Industry 
operated below capacity since raw materials were not 
available. The balance of payments deficit in 1957 
exceeded that in 1956 (PRs 259 million against PRs 9 
million). Foreign exchange earnings declined from 
PRs 2,038 million to PRs 1,896 million, while foreign 
exchange payments increased from PRs 2,047 million 
to PRs 2,152 million; the decline in earnings resulted 
from lower export prices and a reduced volume of 
cotton, rice, and tea exports. In order to promote 
exports, the Government took a number of measures: 
it raised to 367 the number of items exported under 
open general license, extended the Export Promotion 
Scheme on September 30, 1957 for another year, and 
introduced a new Export Industries Licensing Scheme 
on June 1, 1957. It also concluded bilateral agree- 
ments with several countries. The Government re- 
ceived loans and grants of $152.9 million from the 
United States during the year. Other countries and 
agencies assisting Pakistan were Canada ($29.3 mil- 
lion), Australia (£A 5.2 million), New Zealand (£0.3 
million), the Ford Foundation ($4.7 million), and the 
International Bank for Reconstruction and Develop- 
ment ($112.45 million). 


The Minister stated that economic maladjustments 
in 1957 occurred primarily because the Government 
had financed through the banking system a considerable 
part of the budget deficit, which was due to substantial 
expenditures for economic development. Therefore, 
the Government has tried, in the new budget, to reduce 
the economic development expenditures to a size that 
could be financed from available resources and the 
proceeds of proposed tax increases, and with a mini- 
mum assistance from the banking system. Revenue 
receipts in the 1958-59 budget, including yields of the 
proposed taxes, have been estimated at PRs 1,437.6 
million, and expenditures met from revenue are esti- 
mated at PRs 1,435.4 million, leaving a small surplus 
in the revenue budget, compared with an estimated 
deficit of about the same amount in 1957-58. Capital 
expenditures are lower than in previous budget esti- 
mates because of the reduction of economic develop- 
ment expenditures from PRs 1,608 million to PRs 1,450 
million. This reduction has been made despite the fact 
that the Planning Board has indicated that appropria- 
tions of at least PRs 2,000 million will be required to 
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continue the schedule of the five-year plan which will 
be in its fourth year of implementation. Of the total 
development expenditures, PRs 760 million is allotted 
for the Central Government's direct expenditures and 
PRs 690 million for loans and grants, divided equally 
between East and West Pakistan Provincial Govern- 
ments. The provision for agricultural projects accounts 
for 42 per cent of total economic development expen- 
ditures. It has been estimated that the Central Govern- 
ment will have resources of PRs 1,020 million, consist- 
ing of PRs 590 million of foreign aid and PRs 430 
million of various domestic funds, toward financing 
estimated capital expenditures of PRs 1,886 million. 
The uncovered balance will be financed through the 
banking system. But the resulting rise in the money 
supply will be considerably less than in 1957-58, when 
it amounted. to PRs 310 million, because it is expected 
that there will be further savings in expenditures and 
that accruals to counterpart funds resulting from U.S. 
aid will exceed withdrawals by a substantial amount. 

Tax proposals submitted with the new budget are 
expected to yield additional revenue of PRs 240 million, 
of which PRs 100 million will be retained by the Cen- 
tral Government and the remainder divided between 
the Governments of the two Provinces. These proposals 
have been devised to increase taxes paid by people in 
the high income brackets. They provide mainly for 
upward revisions of the rates of the business profit tax 
and for higher customs duties and excise taxes on non- 
essential commodities imported and consumed in Pak- 
istan. 


Source: Budget Speech of the Finance Minister of 
Pakistan for the Financial Year Ending 
March 31, 1959, Karachi, Pakistan. 


Far East 
India’s Foreign Exchange Reserves 


An estimate prepared by India’s Planning Commis- 
sion and presented to Parliament on March 20 shows 
that India’s sterling balances are expected to be about 
Rs 2.80 billion (US$588 million) at the end of 
March 1958—a reduction of Rs 4.66 billion ($979 
million) since the end of March 1956 when the Second 
Five Year Plan commenced. The statement attributés 
the foreign exchange difficulties to a rise in imports 
rather than to a fall in exports, and the considerable 
increase in imports is in turn attributed to the require- 
ments of the Second Plan. Increased defense require- 
ments, larger food imports, increased requirements of 
raw materials and components which have maintained 
higher levels of industrial output, and a rise in prices 
and freight rates have been the other contributory 
factors. 

While a large foreign exchange deficit was antici- 
pated under the Plan, “it was not appreciated how 


swift and severe its impact would be on the balance 
of payments position and what a strict and vigilant 
control was required from the very outset over foreign 
exchange commitments.” Foreign exchange budgeting 
has been revived since January 1957, and there is now 
a Strict rationing of foreign exchange. The value of 
import licenses issued, which in July-December 1956 
had been Rs 6,438 million ($1,352 million), was 
reduced to Rs 4,254 million ($893 million) during the 
six months January-June 1957. For the three months 
July-September 1957, the value was Rs 1,314 million 
($276 million); and in the current half-year licensing 
period (October 1957-March 1958), the value of 
licenses issued up to January 4 was Rs 2,356 million 
($495 million). However, despite severe restrictions, 
imports have continued at a high rate in 1957-58, owing 
to the heavy backlog of past commitments. At the end 
of September 1957, import commitments were about 
Rs 9.90 billion ($2.08 billion); they are placed at 
Rs 8.64 billion ($1.81 billion) at the end of 
March 1958, comprising Rs 5.23 billion on government 
account, Rs 3.00 billion on private account, and Rs 0.41 
billion for the import of steel by the Iron and Steel 
Controller. 


Sources: Reserve Bank of India, Indian News Digest, 
March 1, 1958, and The Times of India, 
March 21, 1958, Bombay, India. 


Indian Fiscal Policy 


The Prime Minister of India announced in Parlia- 
ment on March 18 the Government’s decision to reduce 


BALANCE OF PAYMENTS YEARBOOKS 


Volume 8 of the Yearbook series covers 71 countries 
and brings together in convenient form the latest revised 
basic data for the years 1950-54, replacing statistics 
published in earlier volumes. It includes a statement of 
the concepts and definitions employed as a theoretical 
basis for the compilation of the balance of payments data 
for all the countries, and gives comprehensive notes for 
each country. 

Volume 8, together with Volume 5 and Volume 9, 
provides a record of balance of payments data for the 
entire period 1947-first half 1957. Volume 5, covering 
the years 1947-53, was published in 1954. Volume 9, 
covering 1955-56, is being published currently as a series 
of loose-leaf sections; the first sections were issued in 
May 1957 and the last will be issued in April 1958. 

Volumes 5 and 8 are cloth bound; Volume 9 is avail- 
able only in loose-leaf form. Price for each volume is 
US$5.00 or the equivalent in other currencies. A binder 
for filing the sections of Volume 9 may be purchased 
separately for US$3.50. 


The Secretary 
International Monetary Fund 
19th and H Streets, N.W., Washington 25, D.C. 
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the excise duty on all categories of cotton textiles, effec- 
tive March 19. The reduction is expected to cost the 
Treasury Rs 150 million (US$31.5 million). Of this 
amount, a loss of Rs 90 million has been taken into 
account in the budget estimates for 1958-59. The 
Prime Minister remarked that, despite some reduction 
in the additional excise duty toward the end of last year, 
the over-all situation in the textile industry is still not 
satisfactory, and mill stocks have continued to accu- 
mulate. 

The Prime Minister also announced the abolition, 
effective April 1, of the compulsory deposit scheme 
pertaining to company depreciation allowances and 
development rebates. In the fiscal year 1957-58, Rs 36 
million ($7.6 million) has been collected under this 
scheme. 

Source! ‘The Times of Tndia, Bombay, Tndia, March 19, 
1958. 


Indian Jute Control 


The Government of India has decided to impose 
control over future trading in raw jute and jute textiles, 
effective March 29. However, no change will be made 
for six months from March 29 in regard to transferable 
specific delivery contracts. The Government will rec- 
ognize the East India Jute and Hessian Exchange in 
Calcutta as the only trade association in India that is 
authorized to conduct trading in jute. 
Source: The Financial Times, London, 

March 18, 1958. 


Tea Cess in Ceylon 


The Ceylon Government has imposed a cess of four 
Ceylon cents per pound on tea exports from April 1, 
1958. The new cess is intended to finance a seven-year 
scheme to rehabilitate and develop the tea industry. 
Source: The Financial Times, London, England, 

March 11, 1958. 


Thailand to Develop Housing Projects 


The Thai Government is negotiating for a loan of 
45 million baht from the United States for welfare 
housing projects. The loan would make possible the 
construction of 500 housing units. They would be sold 
under an easy term, hire-purchase system. By accept- 
ing land as security for loans for building houses, the 
Government would assist those who have land but lack 
funds for building. 


Source: The Bangkok Post, Bangkok, Thailand, Janu- 
ary 21, 1958. 


Center for Development of Industrial Production in Viel-Nam 


A Center for the Development of Industrial Produc- 
tion in Viet-Nam was created by Presidential Decree 
on November 16, 1957. The functions of the agency 


England, 


will be to encourage the creation of new industries; to 
provide material and financial resources to existing 
enterprises, to aid them in increasing and improving 
their production; to give Viet-Namese and foreign busi- 
nessmen technical, economic, and financial guidance; 
to study problems submitted by entrepreneurs and 
to advise on their solutions; to lend funds and/or 
equipment; to post collateral when necessary; to par- 
ticipate in commercial enterprises by buying shares; to 
create new enterprises with or without financial par- 
ticipation by private individuals; and to engage in any 
other financial operations connected with industrial or 
business enterprises. The funds necessary to implement 
the Center’s program will be obtained from the follow- 
ing sources: budget appropriations, grants and loans in 
specie or in kind derived from foreign aid, donations, 
and income from its own itivestments. Its T958 budget 
amounts to VN$352 million, of which VN$350 million 
will be obtained from U.S. aid and VN$2 million from 
budget appropriations. These funds will be used to 
import machinery, equipment, and raw materials for 
industrial use (VN$210 million), to pay the salaries 
of skilled foreign technicians who will help indus- 
trial enterprises (VN$18 million), to lend funds to 
industrial enterprises for their operating costs, and 
to cover the Center’s operating expenses (VN$120 mil- 
lion). By a Decree of February 14, 1958, the former 
National Investment Fund was merged with the new 
agency. 
Sources: L’Information du Viet-Nam Economique et 
Financiére, Saigon, Viet-Nam, February 13 
and 23, 1958. 


United States 


U.S. Balance of Payments 


Recorded transactions in the U.S. balance of pay- 
ments, excluding changes: in’ foreign gold and liquid 
dollar assets, shifted from net U.S. receipts of about 
$0.5 billion in the third quarter of 1957 to net U.S. 
payments of about $1.3 billion in the fourth quarter 
(seasonally adjusted annual rates). The fourth quarter 
rate is not far below the average annual rate during 
1953-56, when the rise in gold and dollar reserves 
abroad facilitated rapid increases in international trade 
and production. The balance on unrecorded transac- 
tions also became favorable to other countries, shifting 
from U.S. receipts of about $1.1 billion in the third 
quarter of last year to U.S. payments of about $0.4 
billion in the fourth quarter. This change may indicate 
a return flow to countries abroad of some of the liquid 
capital which had come to the United States during the 
previous 12 months. 


The largest factor in the reduction of U.S. receipts 
in the fourth quarter was the decline in U.S. exports 
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of nonmilitary goods. U.S. imports of goods and 
services were maintained, while U.S. Government aid 
rose. The improvement in the dollar position of other 
countries was due partly to special transactions. The 
United Kingdom received $250 million from the 
Export-Import Bank of Washington, and U.S. receipts 
were reduced by about $138 million as a result of 
the postponement of service on the British loan (see 
this News Survey, Vol. X, p. 213). 

Imports of animal foodstuffs in the fourth quarter 
of 1957 were 60 per cent higher than in the fourth 
quarter of 1956, and tobacco imports nearly doubled. 
Purchases of foreign cars rose from $42 million to 
$96 million. Generally speaking, imports of industrial 
materials did not reflect the slackening which occurred 
in U.S. industrial production during the second half of 
1957. Many imports were higher than a year earlier, 
although output in consuming industries was smaller. 
Source: Department of Commerce, Survey of Current 

Business, Washington, D.C., March 1958. 


Prices in the United States 


Wholesale commodity prices in the United States 
rose further from mid-February to mid-March, reflect- 
ing increases in the prices of farm products and foods. 
This brought the wholesale price index (1947-49—100) 
to 119.7 in mid-March, 0.7 per cent higher than in 
February. Prices of industrial commodities changed 
little in March and were slightly below the January 
high. The index of consumer prices rose by 0.2 per 
cent, to 122.5, between January and February. Food 
and services continued to advance, while transporta- 
tion, some household goods, and apparel declined. 
Sources: Board of Governors of the Federal Reserve 

System, National Summary of Business Con- 
ditions, Washington, D.C., March 17, 1958; 
The Journal of Commerce, New York, N.Y., 
March 24, 1958. 


Latin America 


Agricultural Development Plans in Venezuela 


Output of coffee and cacao, Venezuela’s most impor- 
tant agricultural exports, will be expanded under a plan 
recently approved by the Ministry of Agriculture. The 
plan includes an investment of Bs 46.2 million (US$13.8 
million) for replanting, treating, and improving coffee 
plantations, and Bs 12 million ($3.6 million) for devel- 
oping high quality cacao, training farmers in more 
effective cultivation methods, and gradually re- 
establishing abandoned plantations. In addition, special 
loans will be granted to those engaged in coffee and 
cacao cultivation. 


Source: Department of Commerce, Foreign Crops and 
Markets, Washington, D.C., March 24, 1958. 


Other Countries 


Australian Restrictions on Imports of Textiles 


The Australian Government will partially lift the 
ban on the issue of import licenses for printed cotton 
textiles (see this News Survey, Vol. X, p. 287) in the 
next licensing period (April-July 1958). For this 
period, licenses will be issued for imports equal to the 
square yardage imported by a holder in the correspond- 
ing period last year. However, not more than half of 
this quota can be imported before July 1, 1958. Im- 
porters for whom printed cotton textiles were in transit 
from overseas when the ban was imposed and who did 
not hold licenses can obtain them from customs agents. 
These licenses will be debited against their quota for 
April-July 1958. 

Source: The Financial Times, 
March 14, 1958. 


London, England, 


Australian Wool Prices 


Wool prices at Australian auctions fell by between 
6 per cent and 11 per cent in the last two weeks of 
February, reducing the small but steady recovery of 
prices that had been evident since mid-December. 
Japan continued as the strongest buyer. In the seven 
months ended January 1958, 2.57 million bales realized 
£A 212.59 million, or £A 34.8 million less than was 
realized in the corresponding seven months of the 
previous year for 2.56 million bales. 


Source: Bank of New South Wales, Review (Wool 
Notes), Sydney Australia, February 28, 1958. 


Fund Alternate Executive Director 


Mr. Marcel Théron, Inspector of the Bank of France, 
Foreign Department, has been appointed Alternate 
Executive Director of the Fund for France, as of 
March 16, to succeed Mr. Jean-Maxime Lévéque. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D. C. 





